Abstract
Introduction
he lack of sustainable economic growth and development in Africa are partly due to the political, social and economic instability. Lawlessness, evidenced by a lack in the protection of private property rights from violence, corruption and other acts of predation are quite pervasive in most African countries. 1 Investors need an environment that allows them to allocate resources efficiently, and where property rights are legally protected. Unless investors are confident that policies will remain reasonably stable over time, they will not invest in such an economy. 2 It is increasingly obvious that the credibility of government in promoting the rules of law, especially that of protecting private property, and reducing social and economic injustices, are critical foundations for market-led growth and development. This paper focuses on how the social attributes of developing countries affect their relative economic stability. Limited availability of data, along with measurement and specification problems, have long made answers hard to come by.
In this context, this paper builds on the approach to the measurement and specification of economic instability in the absence of reliable inflation data that was developed by Jonsson and Okpala (1997) . Specifically, the paper focuses on nominal stability, measured in terms of how well countries follow the exponential nominal growth paths that neoclassical growth theory suggests, based on stable inflation and steady real growth rates. Once a measure of economic instability, defined in terms of average standardized deviations from this growth path, has been obtained, the paper conducts a cross-sectional analysis of how some of the social attributes of countries on the African continent affect their relative economic stability.
One important trend has been the growth of international trade, or the globalization of economic activity. Thus world exports "grew at a compound annual rate of 12.7 percent a year in dollar terms" (Little et al., 1993, p. 12) over the quarter century from 1965 to 1990. While most of this growth in world exports was based on manufactured goods, many African economies (especially in Sub-Saharan Africa) rely mostly on the exports of primary products like oil, minerals, and agricultural commodities to finance their international trade. As a result, the world export share of these economies has declined. Moreover, these economies are particularly vulnerable to the effects of fluctuations in the price of their exports. Thus fluctuations in oil prices have had a significant impact on the Nigerian economy; while fluctuating coffee prices have affected Cameroon and Kenya.
At the same time, the international monetary order and the international flow and availability of credit have gone through a number of changes that have had a significant impact on the growth and stability of the African economies (see Little et al., 1993, Chapters 3-5) . In particular, tightening of credit for LDCs has contributed to slower growth of these economies in the last decade we consider.
It is very difficult to come up with a single measure of either how vulnerable an economy is to fluctuations in the prices of primary commodities, or how well prepared it is to handle global changes in credit conditions etc. Still, we believe that the portion of the population of a country that subsists on agriculture should give us some indication of how diverse and adaptable that particular economy is. That is, the smaller the percentage of the population engaged in agriculture, the greater the versatility and robustness of economy. Of course, this measure is far from perfect. But given the limited data available from many of the developing countries, it is the one consistent proxy for economic diversity and adaptability that we can find for virtually all the economies in question. As for the quality and adaptability of the labor force in the various countries, we believe that life expectancy rates may serve as a proxy.
An additional complication is the fact that most low to middle income countries have dual economies. On the one hand, these economies have a large traditional subsistence agricultural sector, with peasants who produce primarily for their own families and villages. On the other hand, in the midst of these labor-intensive subsistence farm economies, we do find urban enclaves with modern manufacturing and processing operations. These enclaves in turn attract idle and unproductive labor from the rural sectors. This contributes to the congestion and overpopulation of the major cities. The point is, the urban areas of LDCs are not only experiencing a rapid increase in population, but are also serving as a magnet for underemployed and poorly paid rural workers. Moreover, the urban growth of Africa has increased the premium on urban space and has thus made it hard, if not impossible, for the urban poor to afford adequate housing. This lack of adequate physical facilities degrades quality of life in most of the inner cities and hampers economic development in a variety of ways. Indeed, because of these problems it is possible that urbanization may to some extent contribute to economic instability in Africa.
Furthermore, the pervasiveness of corruption, or the perception of corruption by entrepreneurs, and the general public can be a great source of economic instability in Africa. Civil servants, politicians and judges have access to valuable benefits, and can use their position for private gains by accepting illegal payments. According to the survey of entrepreneurs, and other private individuals concerning obstacles associated with uncertain property rights and dealing with arbitrariness -crime 3 and corruption ranked among the top three in Africa (see, World Development Report, 1997). Corruption is quite prevalent in Africa for many reasons. Firstly, the probability of being caught and punished is extremely low. Secondly, the incentives for corrupt behavior exists because opportunities are generated by the policy environment, coupled with the wide discretion and lack of accountability that government workers have. Overall, corruption will increase in any society when the expected benefit for corrupt behavior outweighs the expected cost. The consequences of corruption may not end with paying off officials, but may include other arbitrary government time-consuming and economically unproductive relations (see, World Development Report, 1997). An efficient use of government official power can contribute powerfully to sustainable development, but its misuse can create serious problems of credibility, erode the constituency for development programs and humanitarian relief, and could further economic instability.
A Measure Of Economic Instability
As explained by Heston (1994) and Ahmad (1994) , it is difficult if not impossible to find reliable inflation data for many developing economies, including most of the developing economies of Africa. For these economies we cannot in practice separate real from nominal fluctuations, and thus have no choice but to use nominal data.
Fortunately, since that is what we must work with, we have some theoretical justifications for the use of nominal data in this paper. To see this, let us consider the definition of economic stability and stabilization. Much of the literature on economic stabilization focuses on the stabilization of nominal aggregate income. Presumably, a single nominal income target captures aspects of both real income and price-level stabilization. Moreover, a number of recent theoretical papers (see for example Hall and Mankiw (1994) and Frankel and Chinn (1995) ) make the case that nominal income stabilization yields greater stability of both income and prices than stabilization of any other single target.
However, the empirical literature has been a little confused about how to specify nominal income targets and how to measure fluctuations from the optimal trend of nominal GDP. In particular, the literature has so far mostly used either absolute or squared deviations from a supposedly linear trend of GDP (or GNP) to indicate economic instability. It is easily demonstrated that this is not appropriate.
A given real GDP growth rate, r t , along with some specified inflation rate,  As explained in an earlier paper (Jonsson and Okpala, 1997),  can be interpreted as a measure of economic instability. Next, we obtained literacy rates (LITERACY), and the portion of the labor force working in agriculture (AGRICULT), from the CIA World Factbook (Central Intelligence Agency, 1993). We obtained infant mortality rates per 1000 live births (INFMORT), life expectancy (LEXPECT) and urban population as a percentage of total population (URBAN) from the World Development Report (1998).
Data And Results

Nominal
Data on the perception of the degree of corruption by businessmen, risk analysts and the general public (PCI) was obtained from the Corruption Perception Index 1998 Data. 4 PCI ranges from 10 (highly clean nation), to 0 (highly corrupt nation). Table 2 shows the responses from 3,600 entrepreneurs on their view on sixty-nine nations about corruption, crime and other institutional frameworks, (World Development Report, 1997). The table shows the result of the rankings of obstacles to doing business. It is remarkable that corruption ranked as the worst obstacle in Africa. According to a report by The World Bank Group (1996), corruption hinders economic efficiency, diverts resources from the poor to the rich, increases the cost of business, distorts public expenditures and deters foreign investors. Note that these numbers all come from the end of the period over which we estimated  g (NGROWTH) and
While it would of course be better to have some average measures over the entire period in question, this was the data that we had available and hence what we used. We have reproduced this data in Table 1 .
Finally, we used this cross sectional data to regress NGROWTH, INFMORT, AGRICULT, LEXPECT, URBAN, PCI and LITERACY on INSTAB (or  ). In this context, note that albeit the NGROWTH variable was used in defining the value of the INSTAB variable, this was not done in a manner that that would give us any a priori theoretical reason to expect the two variables to be spuriously correlated. On the other hand, the higher the average nominal growth trend the greater the scope for nominal fluctuations and instability, hence it is proper to include the NGROWTH variable in our regression equation, even though it is not one of the social attributes that we are concerned with. Our regression results are outlined in Table 3 below. The results seem almost too good to be true given our very small sample of only 29 cross-sectional observations. It may seem surprising that Corruption Perception Index has a negative and statistically insignificant coefficient. This result may indicate that corruption may not have such a destabilizing force, because after corruption becomes deeply rooted in a society, it becomes part of the daily routine of business life. As such, its impact becomes quite insignificant as the regression results show. We find litereacy rates to have a positive and statistically significant coefficient. The predicted outcome is that literacy rates will negatively influence economic instability -which also means that it will add positively to the stability of the economy. That conventional rationale does not apply in Africa. Although achieving modernity, and improving literacy rates, is essential, the process breeds instability. Certainly, modernization enhances the ability of a governing group to maintain order, resolve disputes and promote the economic and political welfare of the community. But urbanization, and educational expansion usually involve previously inactive ethnic, religious and economic groups. As such, the explosion of mass participation in economic/political matters relative to institutions capacity to absorb new participants leads to political and economic instability (see, Hungtington, 1968) . Given that most African nations are ethnically and religiously diverse, coupled with the fact that they are mostly in their early stages of economic development, improvement in the literacy rates could impact the stability of the economy negatively. The result from this analysis supports the notion that literacy will positively effect the instability of African economies. All the other variables have the signs we expect. Finally note that we find the adjusted R-square to be 88.8% which is extraordinarily high for cross-sectional analysis of this kind.
Conclusion
This paper offers a new nominal definition of economic instability in terms of average standard deviations from the exponential growth path. Given the heterogeneous nature of African economies, this paper will not pretend to have identified all the various factors that have affected the economic stability of these diverse economies. As such, this paper focused on easily measured characteristics like GDP per capita, literacy rates, infant mortality rates, life expectancy rates, corruption index, the percentage of the population engaged in agriculture, and urbanization in explaining the economic instability of African economies.
From the regression results, it becomes imperative that African policy makers most concentrate on policies that will permanently decrease the dual nature of African economies. As already mention, middle income countries have dual economies; a large traditional subsistence agricultural sector in mist of an urban enclaves with modern manufacturing and processing sector The proportion of the labor force working in agriculture, the literacy rates, the percentage of population that reside in the urban sector, and the life expectance are the results of the dual nature of African economies.
The regression results show that urbanization significantly contributed to the economic instabilty in Afri-
